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OATH OR AFFIRMATION
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McGladrey Pullen

Certified Public Accountants

Independent Auditors Report

To the Member

Lightspeed Trading LLC

New York New York

We have audited the accompanying statement of financial condition of Lightspeed Trading LLC the Company as of

December 31 2009 that you are filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934 and Regulation

1.10 under the Commodity Exchange Act CEAct This financial statement is the responsibility of the Companys

management Our responsibility is to express an opinion on this financial statement based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of America

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the statement

of financial condition is free of material misstatement An audit includes examining on test basis evidence supporting

the amounts and disclosures in the financial statements An audit also includes assessing the accounting principles used

and significant estimates made by management as well as evaluating the overall statement of financial condition

presentation We believe that our audit of the statement of financial condition provides reasonable basis for our opinion

In our opinion the statement of financial condition referred to above presents fairly in all material respects the financial

position of Lightspeed Trading LLC as of December 31 2009 in conformity with accounting principles generally accepted

in the United States of America

Pc447 /4ee

NewYork NewYork

February 24 2010

McGladrey Pullen LLP is member firm of RSM International

an affiliation of separate and independent legal entities



Lightspeed Trading LLC

Statement of Financial Condition

December 31 2009

ASSETS

Cash 2061942

Due from clearing brokers 3292353

Clearing firm deposit 887755

Due from brokers and other receivables 285979

Fixed assets net 238626

Intangible assets net 820369

Other assets 153185

Total assets 7740209

LIABILITIES AND MEMBERS EQUITY

Liabilities

Note payable 800000

Due to affiliates 437321

Accounts payable accrued expenses and other liabilities 2108073

Total liabilities 3345394

Commitment and Contingencies Note

Members Equity

Members equity 8415257

Due from Parent 4020442

Total members equity 4394815

Total liabilities and members equity 7740209

See Notes to Statement of Financial Condition



Lightspeed Trading LLC

Notes to Statement of Financial Condition

Note Organization

Lightspeed Trading LLC the Company is wholly owned subsidiary of Lightspeed Financial Inc Parent The

Company is broker-dealer registered with the Securities and Exchange Commission the SEC and the Commodity

Futures Trading Commission the CFTCand is member of the Financial Industry Regulatory Authority the FINRA
and the National Futures Association the NFA The Company acts as an introducing broker

The Company operates under the provisions of Paragraph k2ii of rule 15c3-3 of the Securities Exchange Act of 1934

and accordingly is exempt from the remaining provisions of that rule The Company executes and clears its customer

securities transaction on fully disclosed basis with Penson Financial Services Inc Penson Southwest Securities

Inc SWST and Goldman Sachs Execution and Clearing L.P Goldman The clearing broker-dealers carry all of the

accounts of the customers and maintain and preserve all related books and records as are customarily kept by clearing

broker-dealer At December 31 2009 amounts receivable from clearing brokers reflected in the statement of financial

condition are amounts due from these brokers

Note Significant Accounting Policies

Cash The Company maintains cash in bank accounts which at times may exceed federally insured limits The

Company has not experienced any losses in such accounts and does not believe it is exposed to any significant credit

risk on cash

Due from Brokers and Other Receivables Management determines the allowance for doubtful accounts by regularly

evaluating individual broker receivables and considering the brokers financial condition credit history and current

economic conditions Due from brokers and other receivables are written off when deemed uncollectible No allowance

was deemed necessary at December31 2009

Fixed Assets Fixed assets are stated at cost Furniture and office equipment is depreciated on straight-line basis using

an estimated useful life ranging from three to five years Leasehold improvements are depreciated over the shorter of the

term of the lease or their estimated useful lives

Intangible Assets Subiect to Amortization Intangible assets consisting of customer lists are amortized over the

estimated useful life of ten years Effective October 2009 the Company changed its estimated useful life for its intangible

asset relating to customer lists from three to ten years This change in estimate occurred because management

determined that the actual retention period for its customers was exceeding that previously estimated In establishing the

new estimated life of the affected customer list management considered the previous churn rate for the past two years

as well as other factors that are involved when customer transitions their business The change had no effect on net

capital

Income Taxes The Company is single-member limited
liability company which is disregarded entity for tax

purposes Its income is included in the Parents return Through August 2009 the Parent was taxed as partnership and

as such no provision for income taxes was required Subsequent to August 2009 the Parent converted into

corporation As of December 31 2009 no tax-sharing agreement was in place and accordingly no provision for taxes is

required for the Company The Company is subject to certain state and local taxes

Financial Accounting Standards Board FASB Accounting Standards Codification Topic 740 Income Taxes provides

guidance for how uncertain tax positions should be recognized measured disclosed and presented in the financial

statements This requires the evaluation of tax positions taken or expected to be taken in the course of preparing the

Companys tax returns to determine whether the tax positions are more likely than not of being sustained when

challenged or when examined by the applicable tax authority Tax positions not deemed to meet the more likely-than



Lightspeed Trading LLC

Notes to Statement of Financial Condition

Note Significant Accounting Policies Continued

not threshold would be recorded as tax expense and
liability

in the current year The Company adopted the guidance

on January 12009

The adoption of the interpretation did not have material impact on the financial statements For the year ended

December 31 2009 management has determined that there are no uncertain tax positions With few exceptions the

Company is no longer subject to income tax examinations by the U.S federal state or local tax authorities for years

before 2006

Deferred Rent Credit Rent expense is recorded on straight-line basis over the lease term Deferred rent credit included

in the accompanying statement of financial condition results from rent reductions provided for at the inception of the

leases

Use of Estimates The preparation of the Companys financial statements in conformity with accounting principles

generally accepted in the United States of America requires management to make estimates and assumptions that affect

the amounts reported in the financial statements and related notes for the periods presented Actual results could differ

from managements estimates

Note IntangibleAssets

Intangible assets consist of the following

Customer list 2400000

Accumulated amortization 1579631

Intangible assets net 820369

Note Fixed Assets

Fixed assets consist of the following

Equipment 801245

Furniture and fixtures 89660

Leasehold Improvements 116143

1007048

Accumulated depreciation 768422

Fixed assets net 238626

Note Note Payable

Note Payable consists of the balance due on the acquisition of the Companys customer list which was acquired from

Integrity Trading Inc company owned by the Parent The remaining balance of the note $800000 is payable May

2010 with interest at 2%



Lightspeed Trading LLC

Notes to Statement of Financial Condition

Note Related Party Transactions

The Company has agreements with its Parent and Lightspeed Technologies LLC LST an affiliated company for

utilization of services The Parent performs certain functions for the Company including treasury payroll service

accounting regulatory reporting human resources legal and compliance The Company also receives technology

development and technology support from LST

The receivable from the Parent in the statement of financial condition represents the net balance due to the Company as

result of various intercompany transactions and for financial accounting purposes has been classified as component

of members equity similar to distribution

The Company pays execution fees to an affiliated broker for execution of trades

The Company shares office space facilities and employees with affiliated brokers and other affiliated entities

Note Employee Benefit Plan

The Parent has 401k salary deferral program that includes eligible employees of the Company Contributions made by

the Parent are allocated to the Company and recorded in management fees

Note Commitment and Contingencies

The Company is obligated under noncancelable sub lease for office space expiring on July 31 2014 There is

termination clause after the 36th month The lease contains provisions for escalations based on certain costs incurred by

the lessor

The future aggregate minimum rental commitment under this lease is as follows

Year ending December 31

2010 26124

2011 26908

2012 27715

2013 28546

2014 21943

131236

At December 31 2009 the Company had deferred rent credit of approximately $6556 Such credit is included with

accrued expenses and other liabilities in the statement of financial condition

The Company is subject to certain legal proceedings claims and disputes which arise in the ordinary course of business

Although the outcome of these matters cannot be predicted with certainty the opinion of management is that these

matters will not have material adverse effect of the Companys financial position



Lightspeed Trading LLC

Notes to Statement of Financial Condition

Note Concentration of Customers

One customer with combined funded accounts generated approximately 17% of commission income for the year
ended

December 31 2009

Note 10 Net Capital Requirement

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule SEC rule 15c3-1 which

requires the maintenance of minimum net capital The Company calculates its minimum capital requirement pursuant to

the aggregate indebtedness method which requires the Company to maintain minimum net capital as defined equal to

the greater of $100000 or 2/3% of its aggregate indebtedness as defined The Rule also provides that equity capital

may not be withdrawn or cash dividends paid if the resulting net capital ratio would exceed 10 to At December 31

2009 the Company had net capital of $2588797 which was $2365771 in excess of its required net capital The

Companys ratio of aggregate indebtedness to net capital was 1.29 to at December 31 2009

Note 11 Financial Instrument with Off-Balance-Sheet Risk and Concentrations of Credit Risk

As discussed in Note the Companys customers securities transactions are introduced on fully-disclosed basis with

its clearing broker-dealers The clearing broker-dealers cany all of the accounts of the customers of the Company and

are responsible for execution collection of and payment of funds and receipt and delivery of securities relative to

customer transactions Off-balance-sheet risk exists with respect to these transactions due to the possibility that

customers may be unable to fulfill their contractual commitments wherein the clearing broker-dealers may charge any

losses it incurs to the Company The Company seeks to minimize this risk through procedures designed to monitor the

creditworthiness of its customers and that customer transactions are executed propedy by the clearing broker-dealer

Note 12 Subsequent Events

In preparing these financial statements the Company has evaluated events and transactions for potential recognition or

disclosure through February 24 2010 the date the financial statements were available to be issued



Lightspeed Trading LLC

Statement of Financial Condition

December 31 2009
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